AGENDA OF A REGULAR MEETING - NATIONAL CITY CITY COUNCIL/
COMMUNITY DEVELOPMENT COMMISSION — HOUSING AUTHORITY OF
THE CITY OF NATIONAL CITY

ONLINE ONLY MEETING

= CALIRORNIA ~ https://www.nationalcityca.qgov/webcast
NATIONAL CITy LIVE WEBCAST
AN = COUNCIL CHAMBERS
- INCORPORATED CIVIC CENTER

1243 NATIONAL CITY BOULEVARD
NATIONAL CITY, CALIFORNIA
TUESDAY, AUGUST 18, 2020 - 6:00 PM

NOTICE: The health and well-being of National City residents, visitors,

ALEJANDRA SOTELO-SOLIS and employees during the COVID-19 outbreak remains our top priority.

Mayor The City of National City is coordinating with the County of San Diego

MONA RIOS Health Human Services Agency, and other agencies to take measures

Vice Mayor to monitor and reduce the spread of the novel coronavirus (COVID-19).
The World Health Organization has declared the outbreak a global

JERRY CANO pandemic and local and state emergencies have been declared

Councilmember providing reprieve from certain public meeting laws such as the
Brown Act.

RON MORRISON

Councilmember As a result, the City Council Meeting will occur only online to ensure

the safety of City residents, employees and the communities we serve.
A live webcast of the meeting may be viewed on the city’s website
at www.nationalcityca.gov.  For Public Comments see “PUBLIC
COMMENTS” section below

GONZALO QUINTERO
Councilmember

ORDER OF BUSINESS: Public sessions of all Regular Meetings of the
City Council / Community Development Commission - Housing
Authority (hereafter referred to as Elected Body) begin at 6:00 p.m. on
the first and third Tuesday of each month. Public Hearings begin at
6:00 p.m. unless otherwise noted. Closed Meetings begin in Open
Session at 5:00 p.m. or such other time as noted, and after announcing
closed session items, convenes into a Closed Meeting. If a workshop
is scheduled, the subject and time of the workshop will appear on the
agenda. The Mayor and Council members also sit as the Chairperson
and Members of the Board of the Community Development

1243 National City Blvd. Commission (CDC).
National City, CA 91950
619-336-4240 REPORTS: All open session agenda items and reports as well as all

documents and writings distributed to the Elected Body less than 72
hours prior to the meeting, are available for review on the City’s
website at www.nationalcityca.gov. Regular Meetings of the Elected

Meeting agendas and Body are webcast and archived on the City's website at
minutes available on the Www_nationa|citvca_qov_

City’s website at

WWW.NATIONALCITYCA.GOV PUBLIC COMMENTS: The City Council will receive public comments

via e-mail at clerk@nationalcityca.gov regarding any matters within the
jurisdiction of the City Council. Written comments or testimony from
the public (limited to three minutes) must be submitted via e-mail
by 4:00 p.m. on the day of the City Council Meeting. All
comments received from the public will be made a part of the
record of the meeting.
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The time limit established for public testimony is three minutes per speaker. The Mayor or
Chairperson may limit the length of comments due to the number of persons wishing to
speak or if comments become repetitious or unrelated.

WRITTEN AGENDA: With limited exceptions, the Elected Body may take action only upon items
appearing on the written agenda. Items not appearing on the agenda must be brought back on a
subsequent agenda unless they are of a demonstrated emergency or urgent nature, and the need to
take action on such items arose after the agenda was posted.

CONSENT CALENDAR: Consent calendar items involve matters which are of a routine or
noncontroversial nature. All consent items are adopted by approval of a single motion by the City
Council. Prior to such approval, any item may be removed from the consent portion of the agenda
and separately considered, upon request of a Councilmember, a staff member, or a member of the
public.

Upon request, this agenda can be made available in appropriate alternative formats to persons with a
disability in compliance with the Americans with Disabilities Act. Please contact the City Clerk’s Office
at (619) 336-4228 to request a disability-related modification or accommodation. Notification 24-
hours prior to the meeting will enable the City to make reasonable arrangements to ensure
accessibility to this meeting.

AVISO: La salud y el bienestar de los residentes, visitantes y empleados de National City durante el
brote de COVID-19 sigue siendo nuestra maxima prioridad. El Ayuntamiento de la Ciudad de
National City se esta coordinando con la Agencia de Salud y Servicios Humanos del Condado de
San Diego y otras agencias para tomar medidas con el fin de monitorear y reducir la propagacion del
nuevo coronavirus (COVID-19). La Organizacion Mundial de la Salud declaré el brote como una
pandemia global y se han manifestado emergencias locales y estatales que resultan en la
suspension de ciertas leyes de reuniones publicas, tal como la Ley Brown.

Como resultado de ello, la junta del Concejo Municipal del Ayuntamiento se llevara a cabo solamente
en linea para garantizar la seguridad de los residentes, empleados y comunidades locales que
atendemos. Se podra ver una transmision en vivo de la junta en el sitio web del Ayuntamiento en
www.nationalcityca.qov. Para_comentarios publicos, vea la seccion “COMENTARIOS PUBLICOS”
mas adelante.

ORDEN DEL DIA: Las sesiones publicas de todas las juntas ordinarias del Concejo
Municipal/Comision de Desarrollo Comunitario - Autoridad de Vivienda (en lo sucesivo denominado
Organo Electo) inician a las 6:00 p.m. el primer y tercer martes de cada mes. Las audiencias publicas
inician a las 6:00 p.m., a menos que se indique lo contrario. Las juntas cerradas inician en sesion
abierta a las 5:00 p.m. o en cualquier otro momento que se indique, y tras anunciar los temas de la
sesion cerrada, la junta se realiza como sesion cerrada. Si se programa una reunién de discusion y
andlisis, el tema y la hora de la misma apareceran en la agenda. La Alcaldesa y los Concejales se
rednen por igual que el Presidente y los integrantes del Consejo de la Comision de Desarrollo
Comunitario.

INFORMES: Todos los temas e informes de la agenda de la sesién abierta, asi como todos los
documentos y escritos entregados al Organo Electo menos de 72 horas antes de la sesion,
apareceran en el sitio web del Ayuntamiento. Las juntas ordinarias del Organo Electo se transmiten
por Internet y se archivan en el sitio web del Ayuntamiento en www.nationalcityca.gov.

COMENTARIOS PUBLICOS: El Concejo Municipal recibird comentarios publicos por correo
electronico en clerk@nationalcityca.gov sobre cualquier asunto dentro de la jurisdiccion del Concejo
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Municipal. Los comentarios escritos o el testimonio del publico (limitado a tres minutos) deben
enviarse por correo electronico antes de las 4:00 p.m. en el dia de |la sesién del Concejo
Municipal. Todos los comentarios recibidos del publico formaran parte del acta de la sesion.

AGENDA ESCRITA: Con contadas excepciones, el Organo Electo puede tomar medidas
Unicamente sobre los temas que aparecen en la agenda escrita. Los temas que no aparezcan en la
agenda deben aparecer en una agenda subsecuente, a menos que sean de emergencia 0 urgencia
demostrada, y la necesidad de tomar medidas sobre esos temas haya surgido después de haber
sido publicada la agenda.

CALENDARIO DE CONSENTIMIENTO: Los temas del calendario de consentimiento implican
cuestiones de naturaleza rutinaria o no controvertida. Todos los temas de consentimiento se adoptan
mediante la aprobacién de una sola mocién del Concejo Municipal. Antes de la aprobacion, cualquier
tema puede eliminarse de la parte de consentimiento de la agenda y considerarse aparte, a peticion
de un concejal, individuo del personal del Ayuntamiento o persona del publico.

Previa solicitud, esta agenda puede estar disponible en formatos alternativos apropiados para
personas con discapacidades, en observancia de la Ley de Estadounidenses con Discapacidades.
Llame al teléfono (619) 336-4228 de la Oficina del Secretario del Ayuntamiento para solicitar una
modificacion o adaptacion de acceso relativa a la discapacidad. Notificar 24 horas antes de la sesion
permitira al Ayuntamiento hacer arreglos razonables para garantizar la accesibilidad a esta junta.
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OPEN TO THE PUBLIC

A. CITY COUNCIL

CALL TO ORDER

ROLL CALL

PLEDGE OF ALLEGIANCE TO THE FLAG

PUBLIC COMMENTS (THREE-MINUTE TIME LIMIT)

PROCLAMATIONS AND CERTIFICATES

AWARDS AND RECOGNITIONS

1.

California Parks and Recreation Society District 12 Most Valuable Part-time
Person Awarded to Recreation Leader |l, Carlos Carrillo. (Community

Services)

PRESENTATIONS

2.

3.

Kimball and Morgan Towers Rehabilitation Project Completion Overview and
Resident Engagement Programs. (Housing Authority)

Investment Portfolio - Chandler’'s Asset Management. (Finance)

INTERVIEWS / APPOINTMENTS

REGIONAL BOARDS AND COMMITTEE REPORTS (FIVE-MINUTE TIME LIMIT)

CONSENT CALENDAR

4.

Motion of the City Council of the City of National City approving the waiving of
the reading of the text of the Ordinances or Resolutions that are having a
Public Hearing considered at this meeting and providing that such Ordinances
or Resolutions shall be introduced and/or adopted after a reading of the title
only. (City Clerk)

Resolution of the City Council of the City of National City adopting City
Council Policy No. 203, “Investments,” as amended, for fiscal year 2020,
amending Subsection A, B, and C of Section XIl and Appendix |. (Finance)

Resolution of the City Council of the City of National City Amending City
Council Policy No. 104, Section lll, Meetings, Subsection L - entitled
“‘Adjournment” as it relates to clarifying the requirement of a Super-Majority
vote to extend normal adjournment time. (City Attorney)
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10.

11.

12.

13.

14.

Resolution of the City Council of the City of National City authorizing the City
Manager to execute a Purchase and Sale Agreement and Joint Escrow
Instructions for the sale of a 500 square foot parcel of vacant land located
along “A” Avenue in front of 1837 “A” Avenue in National City to the Betty
Winona McLintock Revocable Trust. (Housing Authority)

Resolution of the City Council of the City of National City: (1) authorizing the
Mayor to execute the Standard Assurances for the FY19 State Homeland
Security Grant Program and 2) approving the establishment of Reimbursable
Grants City-Wide Fund appropriations and corresponding revenue budgets
each in_amounts totaling $52,621 for FY19 State Homeland Security Grant
Program funds for a reimbursable grant purchase of equipment for the Police
and Fire Departments. (Fire)

Resolution of the City Council of the City of National City: 1) accepting the
work performed by HMS Construction, Inc. for the Highland Avenue Traffic
Signal Modifications Project, CIP_No. 18-03; 2) approving the final contract
amount of $852,179.47; 3) ratifying the release of retention in the amount of
$42,648.97; and 4) authorizing the Mayor to sign the Notice of Completion for
the project. (Engineering/Public Works)

Resolution of the City Council of the City of National City approving and
authorizing the Mayor to sign an Encroachment Permit and Agreement with
Christian_Devera to renovate the existing canopy located within the public
right-of-way on E. 8th Street as part of tenant improvements to the existing
commercial building located at 127 E. 8th Street (APN 556-332-22).
(Engineering/Public Works)

Resolution of the City Council of the City of National City authorizing the
installation of a blue curb disabled persons parking space with sign in front of
the residence located at 448 E. 1st Street (TSC No. 2020-06).
(Engineering/Public Works)

Resolution of the City Council of the City of National City authorizing the
installation of 40 feet of yellow curb “Commercial Loading” on the north side
of W. 23rd Street, adjacent to 2215 Cleveland Avenue, to allow for loading or
unloading of materials (TSC No. 2020-07). (Engineering/Public Works)

Resolution of the City Council of the City of National City authorizing the
installation of three (3) marked parallel “30-minute” parking spaces in front of
the properties located at 127, 131-133 and 135-139 E. 8th Street to increase
parking turnover for customers (TSC No. 2020-08). (Engineering/Public

Works)

Resolution of the City Council of the City of National City authorizing the
extension of the existing 45 feet of parallel “2-hour” parking spaces by an
additional 35 feet, for a total of 80 feet of “2-hour” parking spaces located in
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15.
16.
17.

18.

front of the properties located at 2928-2940 E. 8th Street to increase parking
turnover for customers (TSC No. 2020-09). (Engineering/Public Works)

Investment transactions for the month ended April 30, 2020. (Finance)

Investment transactions for the month ended May 31, 2020. (Finance)

Warrant Register #1 for the period of 7/1/20 through 7/7/20 in the amount of
$2.,514,339.98. (Finance)

Warrant Reqister #2 for the period of 7/8/20 through 7/14/20 in the amount of
$1,468,546.29. (Finance)

PUBLIC HEARINGS: ORDINANCES AND RESOLUTIONS

NON CONSENT RESOLUTIONS

19.

20.

21.

22.

Resolution of the City Council of the City of National City extending and
modifying the current Temporary COVID-19 Permit Extension Program for
home owners and business owners set to expire on August 31, 2020 and
extending until December 31, 2020. (Community Development)

Resolution of the City Council of the City of National City amending the
urgency ordinance entitled “Urgency Ordinance of the City Council of the City
of National City (1) enacting a temporary moratorium on evictions within the
City of National City due to nonpayment of rent for residential and commercial
tenants arising out of a substantial decrease in income or substantial out-of-
pocket medical expenses resulting from the novel coronavirus (COVID-19),
governmental response to COVID-19, or other financial reason related to
COVID-19 pursuant to California Governor Executive Order N-28-20 and N-
37-20; and (2) suspending foreclosure remedies that could lead to eviction
under similar circumstances pursuant to California Governor Executive Order
N-28-20" to extend the time for repayment of unpaid rent to December 31,
2020 from September 17, 2020. (Housing Authority)

Resolution of the City Council of the City of National City authorizing the use
of $446,940.99 in HOME Investment Partnership funds previously awarded to
South Bay Community Services and awarding and appropriating an additional
$111,000 of HOME funds to the Tenant Based Rental Assistance Program to
assist _low-income National City residents with rent repayment who have
compiled with the requirements of the Urgency Ordinance #2020-2479.
(Housing Authority)

Resolution of the City Council of the City of National City ratifying the
submission of an application to the California Department of Housing and
Community Development (HCD) for the Permanent Local Housing Allocation
(PLHA) Program and, if awarded, establishing an appropriation and
corresponding revenue budget for an Emergency Rental Assistance Program
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in the amount of $393,191 for the first PLHA Program vyear. (Housing

Authority)

NEW BUSINESS

23.

24,

25.

26.

Temporary Use Permit — Request from lglesia Metodista Libre Emanuel to

conduct the Food Drive Thru event(s) at 2529 "D" Avenue on Saturdays at

10:00 a.m. with no waiver of fees. (Neighborhood Services)

A Request to Initiate _a Street Vacation of a portion of Harrison Avenue
between West 18th and 19th streets, and the westerly 40 feet of West 18th
Street north_of Harrison Avenue. (Applicant: Charles Keltner for Burlington
Northern and Santa Fe (BNSF) Railway Company). (Case File No. 2020-09
SC) (Planning)

Seeking direction from the City Council of the City of National City regarding
repeal of Section 16.09 of the National City Municipal Code in its entirety to
dissolve the Veterans and Military Families Advisory Committee. (City

Manager)

League of California Cities Annual Conference - Designation of Voting
Delegate and Alternate(s). (City Manager)

B. COMMUNITY DEVELOPMENT COMMISSION - HOUSING AUTHORITY

CONSENT RESOLUTIONS - HOUSING AUTHORITY

PUBLIC HEARINGS: RESOLUTIONS - HOUSING AUTHORITY

NON CONSENT RESOLUTIONS - HOUSING AUTHORITY

NEW BUSINESS - HOUSING AUTHORITY

C. REPORTS

STAFF REPORTS

27.

28.

29.
30.

Report on the introduction of the Housing Strategic Plan process to the
Housing Advisory Committee. (Housing Authority)

Update on Upcoming Sponsored and Co-sponsored Special Events.
(Community Services and Neighborhood Services)

Parking Enforcement Update. (Neighborhood Services)

City Manager Report. (City Manager)

MAYOR AND CITY COUNCIL
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CLOSED SESSION
CLOSED SESSION REPORT
ADJOURNMENT

Regular Meeting of the City Council and Community Development
Commission - Housing Authority of the City of National City - Tuesday -
September 1, 2020 - 6:00 p.m. - Council Chambers - National City, California.
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The following page(s) contain the backup material for Agenda Item: California Parks and

Recreation Society District 12 Most Valuable Part-time Person Awarded to Recreation
Leader 11, Carlos Carrillo. (Community Services)

Please scroll down to view the backup material.
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ltem #
8/18/20

CALIFORNIA PARKS AND RECREATION SOCIETY DISTRICT 12
MOST VALUABLE PART-TIME PERSON AWARDED TO
RECREATION LEADER II, CARLOS CARRILLO

(Community Services)
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The following page(s) contain the backup material for Agenda Item: Kimball and Morgan
Towers Rehabilitation Project Completion Overview and Resident Engagement Programs.

(Housing Authority)
Please scroll down to view the backup material.
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Item#
08/18/20

Kimball and Morgan Towers Rehabilitation Project Completion
Overview and Resident Engagement Programs

(Housing Authority)
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KIMBALL AND MORGAN TOWERS

Project Completion Overview

Community HousingWorks and Mercy Housing California
Presentation

to
City of National City

August 18, 2020

a ey N e rcv
HousingWorks H OU S l N G
CHW

CHW/MERCY PARTNERSHIP: 4 RFP OBJECTIVES

= Preserve and upgrade the physical asset

= Continue the City’s stewardship of providing affordable homes
for current and future low income seniors

= Through impactful resident services and effective property
management, provide a safe and stimulating environment for
residents

= Provide the CDC-HA with significant economic return by
payment from sales proceeds, a stream of income from residual
receipts, and guaranteed annual subsidy for George H. Waters
Nutrition Center

“We did what we said we would do”
4 mercy

imunity 4

Comi
HousingWarks: 52—|0U5| NG

CHW
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PHYSICAL RENOVATION

commy P MErcy
CHW HousIngWorks: ?OUS| NG
ELEMENTS OF REHAB SCOPE
Major Building Systems
Goal: Preserve assets to extend the life of towers
= New TPO “cool” roof system
= Modernized elevators with interior cab finish upgrades
= Energy efficient windows and sliding glass doors
= Waterproof balcony resurfacing & ADA compliant balcony railings
= High efficiency boilers
= Life and safety upgrades
= ADA-compliant mailboxes with USPS parcel lockers
= |Improve wayfaring signage
= Security-camera system
= Exterior painting
commy P MErcy

CHW |

HousingWarks: L—|OUS| NG
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MAJOR BUILDING SYSTEMS
Before

Elevator exteriors

Elevator cab interior

_ 4 merc
amﬁm‘zm ‘ |‘|54ou5n\1‘@'I

Balconies Morgan gas-fired boiler

MAJOR BUILDING SYSTEMS

Elevator exteriors

IR PARRERA TR
CUTHNN T ||I“"
=l

Mocee @ METSY

New energy efficient boilers Elevator cab interior CHW 6HOUSING

— 15 of 337




NUTRITION CENTER RENOVATION
Before

.

Nutrition Center dining room

Community ¢ . mercy
HouslngWorks: 7HOUS| NG

Nutrition Center kitchen Nutrition Center corroded waste cast
iron drain piping — June 2018

CHW

NUTRITION CENTER RENOVATION

ralk S

New flooring and updated sewer system New commercial stoves Nutrition Center dining room
Community { 4 mercy
HousIngWorks: HOUS| NG

CHW 8
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ELEMENTS OF REHAB SCOPE
Apartment Homes

Goal: Aid in resident comfort to “age in place”

= Durable plank vinyl flooring throughout the apartment homes

= Low-flow/water efficient plumbing fixtures in kitchens and bathrooms
= Low VOC paint in kitchens and bathrooms

= Energy efficient appliances

= New pneumatic thermostats in each apartment home

= 31 full ADA apartments with fully accessible kitchens and bathrooms

= 12 apartments outfitted with audio/visual accessible communication devices

4 mercy
ks yOUQNG

KIMBALL/MORGAN UNIT INTERIORS
Before

Kitchen needs ADA counter adjustments Standard living room Standard bathroom

Existing windows/sliding doors Bathroom light

mercy

EOUENG

COUSI’\ : yl’ S
CH 1
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KIMBALL/MORGAN UNIT INTERIORS

i‘ ..".."1
4 e )

.

3 ¥

Bedroom Bathroom Housinawerks 11HOUSI NG

ELEMENTS OF REHAB SCOPE
Indoor and Outdoor Areas

Goal: Reinvigorate indoor and outdoor spaces to foster more resident
community interactions

= New private wellness rooms for public health provider visits
= New computer rooms

= New “zen” lounge for residents

= Updated recreational rooms

= Reconfiguration of laundry rooms

= New landscape features with native and drought tolerant plants, walking
track, outdoor seating and gathering spaces

4 mercy

chslngr\‘li\grks |2—|OUS | NG

CHW 1
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KIMBALL/MORGAN COMMON AREAS
Before

mercy

Resident Service office Laundry room Lobby entrance

e i mercy
oWk HOUSING

CHW 14
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OUTDOOR RECREATIONAL SPACES
Before

Inactive courtyard space

mercy
lSHOUSING

Community
HousingWorks:

Landscaping CHW

OUTDOOR RECREATIONAL SPACES

AN
AR

i/
Ly

S G

Active courtyard space i
y P Community A mercy

HouslngWorks: HOUSl NG
16

Walking path behind Morgan Tower CHW
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EXTERIOR FA(}ADE
Before

Community mercv
HousingWaorks: 17HOU Sl N G

Fepmannan 05 SRNNRIE M
Lt | ERTR T

- MORGAN TOWER

Community ¢ . mercy
HouslngWorks: lyOUSI NG

CHW
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RESIDENT ENGAGEMENT
&
PROPERTY MANAGEMENT

« 4 mercy
HouslngWorks: 19HOUS| NG

RESIDENT ENGAGEMENT
Living in the Towers

= As residents remain SIP, focus continues to be primarily on access to food and
wellbeing checks.
= Morgan (176 residents) = 672 points of service for food access; 764
wellbeing calls
= Kimball (174 residents) = 544 points of service for food access; 584
wellbeing calls
= Includes 93 applications for access to food programs

= The Kimball Senior Center opened a free test ¥
site for COVID-19, making testing very |
accessible to seniors at KM. Many residents
have scheduled appointments which can
take up to two weeks to get, with results
coming around two weeks after the test.

Mercy resident health-check room

4 mercy

IO—|OUSING

cHw lousin: i 2
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RESIDENT ENGAGEMENT

= Kimball-Morgan Towers have been approved to obtain free food items and
purchase food items from the San Diego Food Bank.

= The Resident Services team completed the application and training process
and plans are underway to implement a food distribution monthly, starting in
August.

= Social Isolation — received 20 chromebooks through AARP that are preloaded
with senior friendly apps; focus will be on assisting residents to access the
tablets, and start technology classes. Goal is to address social isolation.

PROPERTY MANAGEMENT

Living in the Towers

= As the Kimball/Morgan renovation nears completion and construction is
finishing up work on the circle there is anticipation and excitement design and
function will bring both Towers together as one community with benches, trails,
gardens, picnic tables, BBQ’s and trellises for shade.

= QOperations are normalizing and the community is learning to navigate in a new
environment with limited access due to the pandemic. This means that rent is
being collected, bills are getting paid, emergencies are being addressed and
recertifications are in progress.

= Customer service has been a key focus and staff partner to providing the
utmost in exceptional customer service to all residents. We have received
direct resident feedback regarding satisfaction over the past several months
including on the improvement of customer service and on responsiveness with
items being addressed and resolved in a timely manner.

Community ! : mercy

HousingWarks: }2—|OUS| NG

CHW )
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PROPERTY MANAGEMENT

= The majority of recent resident concerns have been related to
COVID-19 issues in regard to individuals not wearing masks or
not practicing social distancing and the number of individuals
crowding in the elevators.

= Other complaints related to construction challenges have
dwindled as construction is nearing completion and disruption to
residents has subsided.

CONCLUSION

= Property renovation completed amidst of COVID-19/ shelter-in-
place measurers and other delays due to COVID.

= 16-month rehabilitation completed July 2020
= Resident unit renovation completed April 2020
= Nutrition Center renovation completed March 2020

= Start new beginnings for residents of Kimball and Morgan Towers

- 4 mercy
HousingWarks: L—|OUS| NG

CHW )
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The following page(s) contain the backup material for Agenda Item: Investment Portfolio -
Chandler’s Asset Management. (Finance)
Please scroll down to view the backup material.
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ltem #
08/18/20

Investment portfolio presentation- Chandler’s Asset Management

(Finance)
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The following page(s) contain the backup material for Agenda Item: Motion of the City
Council of the City of National City approving the waiving of the reading of the text of the

Ordinances or Resolutions that are having a Public Hearing considered at this meeting and
providing that such Ordinances or Resolutions shall be introduced and/or adopted after a
reading of the title only. (City Clerk)

Please scroll down to view the backup material.
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Item#
08/18/20

MOTION OF THE CITY COUNCIL OF THE CITY OF NATIONAL
CITY APPROVING THE WAIVING OF THE READING OF THE
TEXT OF THE ORDINANCES OR RESOLUTIONS THAT ARE

HAVING A PUBLIC HEARING CONSIDERED AT THIS MEETING
AND PROVIDING THAT SUCH ORDINANCES OR RESOLUTIONS
SHALL BE INTRODUCED AND/OR ADOPTED AFTER A READING

OF THE TITLE ONLY.

(City Clerk)
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The following page(s) contain the backup material for Agenda Item: Resolution of the City
Council of the City of National City adopting City Council Policy No. 203, “Investments.” as

amended, for fiscal year 2020, amending Subsection A, B, and C of Section XlI and
Appendix I. (Finance)
Please scroll down to view the backup material.
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CITY OF NATIONAL CITY, CALIFORNIA
COUNCIL AGENDA STATEMENT

MEETING DATE: August 18, 2020 AGENDA ITEM NO.:

ITEMTITLE:

Resolution of the City Council of the City of National City adopting City Council Policy #203,
‘Investments,” as amended, for fiscal year 2020, amending subsections A, B, and C of Section XII and
Appendix I.

PREPARED BY: Ronald Gutlay DEPARTMENT: Finance
PHONE: 619-336-4346 APPROVED BY: ZH 2t Zalicts

EXPLANATION:
See attached explanation.

FINANCIAL STATEMENT: APPROVED: P ende. Zplists”  FINANCE
ACCOUNT NO. APPROVED: MIS
NA

ENVIRONMENTAL REVIEW:
This is not a project and, therefore, not subject to environmental review.

ORDINANCE:  INTRODUCTION [ | FINAL ADOPTION | ]

STAFF RECOMMENDATION:
Adopt the resolution, adopting City Council Policy #203, “Investments,” as amended, for fiscal year
2020, amending subsections A, B, and C of Section XII and Appendix I.

BOARD / COMMISSION RECOMMENDATION:
N/A

ATTACHMENTS:

Explanation

Council Policy #203, “Investments” (Original)
Council Policy #203, “Investments” (Draft)
Council Policy #203, “Investments” (Final)

arwdE

Resolution
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Attachment

Resolution of the City Council of the City of National City adopting City Council Policy
#203, “Investments,” as amended, for fiscal year 2020, amending subsections A, B, and
C of Section XII and Appendix I.

August 18, 2020

Explanation

City Council Policy # 203, “Investments,” Section Xll C requires that the City’s
investment policy be reviewed and adopted at least annually. Following review by staff
and consultation with the City’s investment advisor, Chandler Asset Management, staff
recommends the amendment of subsections Section Xl and Appendix I, as shown

below.

XII.

A.

REPORTING AND REVIEW

Monthly reports M%eemneewmhéah#emrareevemmen%eede%eetm

Fanvespt%}d%eﬁth&leeakageney—b%the%gﬁla{we—bedyThe Dlrector of Fmance

and/or Financial Services Officer must submit a monthly report to the legislative
body accounting for transactions made during the reporting period.

Quarterly reports: Quarterly investment reports will be submitted by the Director
of Finance and/or Financial Services Officer to the City Council, at an agendized
meeting;. eConsistent with the requirements contained in California Government
Code Section 53646, including-but-notlimited-to-the following
ipfermationinformation in the quarterly investment reports shall include, but not
be limited to, the following:

Type of investment

Name of issuer and/or financial institution

Date of purchase

Date of maturity

Current market value for all securities

Rate of interest

Purchase price of investment

Other data as required by the City

ONoOOORWNE

. Annual repertspolicy review: The Investment Policy will be reviewed at least

annually and, as necessary, adopted, at-least-annually-to ensure its consistency
with the overall objectives of preservation of principal, liquidity, and return, and its
relevance to current law and financial and economic trends.
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Authorized Personnel

The following positions are authorized to transact investment business and wire funds
for investment purposes on behalf of the City of National City:

City Manager
Deputy-Assistant City Manager
Director of Finance

Financial Services Officer
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CITY COUNCIL POLICY
CITY OF NATIONAL CITY

TITLE: Investments POLICY #203

ADOPTED: October 23, 1990 AMENDED: November 20, 2018

INTRODUCTION

The City of National City’s investment program will conform to federal, state, and other legal
requirements, including California Government Code Sections 16429.1-16429.4, 53600-53609,
and 53630-53686. The following investment policy addresses the methods, procedures, and
practices which must be exercised to ensure effective and judicious fiscal and investment
management of the City’s funds. It is the policy of the City to invest public funds in a manner
that will provide a market rate of return, given its requirements for preserving principal and
meeting the daily cash flow demands of the City. All investments will comply with this
Investment Policy and governing laws.

This Investment Policy replaces any previous Investment Policy or Investment Procedures of
the City.

. SCoPE

This Investment Policy applies to all the City’s financial assets and investment activities with
the following exception(s):

Proceeds of debt issuance shall be invested in accordance with the City’s general
investment philosophy as set forth in this policy; however, such proceeds are invested
in accordance with permitted investment provisions of their specific bond indentures.

Pooling of Funds: Except for cash in certain restricted and special funds, the City will
consolidate cash and reserve balances from all funds to maximize investment earnings and to
increase efficiencies with regard to investment pricing, safekeeping and administration.
Investment income will be allocated to the various funds based on their respective participation
and in accordance with generally accepted accounting principles.

I11. GENERAL OBJECTIVES

The overriding objectives of the investment program are to preserve principal, provide
sufficient liquidity, and manage investment risks.
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TITLE: Investments POLICY #203

ADOPTED: October 23, 1990 AMENDED: November 20, 2018

1.

Safety: Safety of principal is the foremost objective of the investment program.
Investments will be undertaken in a manner that seeks to ensure the preservation of capital
in the overall portfolio. The objective will be to mitigate credit risk and interest rate risk.

Liquidity: The investment portfolio will remain sufficiently liquid to meet all operating
requirements that may be reasonably anticipated.

Return: The investment portfolio will be designed with the objective of attaining a market
rate of return throughout budgetary and economic cycles, taking into account the
investment risk constraints for safety and liquidity needs.

IV. PRUDENCE, INDEMNIFICATION, AND ETHICS

A. Prudent Investor Standard: Management of the City’s investments is governed by the

B.

Prudent Investor Standard as set forth in California Government Code Section 53600.3:

«...all governing bodies of local agencies or persons authorized to make investment
decisions on behalf of those local agencies investing public funds pursuant to this
chapter are trustees and therefore fiduciaries subject to the prudent investor
standard. When investing, reinvesting, purchasing, acquiring, exchanging, selling,
or managing public funds, a trustee shall act with care, skill, prudence, and
diligence under the circumstances then prevailing, including, but not limited to, the
general economic conditions and the anticipated needs of the City, that a prudent
person acting in a like capacity and familiarity with those matters would use in the
conduct of funds of a like character and with like aims, to safeguard the principal
and maintain the liquidity needs of the City. Within the limitations of this section
and considering individual investments as part of an overall strategy, investments
may be acquired as authorized by law.”

Indemnification: The Director of Finance or City Manager designee hereinafter designated
as Financial Services Officer and other authorized persons responsible for managing City
funds, acting in accordance with written procedures and the Investment Policy and
exercising due diligence, will be relieved of personal responsibility for an individual
security’s credit risk or market price changes, provided deviations from expectations are
reported within 30 days and appropriate action is taken to control adverse developments.

Ethics: Officers and employees involved in the investment process will refrain from
personal business activity that could conflict with proper execution of the investment
program, or which could impair their ability to make impartial investment decisions.
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TITLE: Investments POLICY #203

ADOPTED: October 23, 1990 AMENDED: November 20, 2018

V. DELEGATION OF AUTHORITY

A. Authority to manage the City’s investment program is derived from California Government
Code Section 53600 et seq. The City Council is responsible for the City’s cash
management, including the administration of this Investment Policy. Management
responsibility for the cash management of City funds is hereby delegated to the Director of
Finance and/or Financial Service Officer.

The Director of Finance and/or Financial Services Officer will be responsible for all
transactions undertaken and will establish a system of procedures and controls to regulate
the activities of subordinate employee.

B. The City may engage the services of one or more external investment managers to assist in
the management of the City’s investment portfolio in a manner consistent with the City’s
objectives. Such external managers may be granted discretion to purchase and sell
investment securities in accordance with this Investment Policy. Such managers must be
registered under the Investment Advisers Act of 1940.

V1. AUTHORIZED FINANCIAL INSTITUTIONS, DEPOSITORIES, AND BROKER/DEALERS

A list will be maintained of financial institutions and depositories authorized to provide
investment services. In addition, a list will be maintained of approved security broker/dealers
selected by conducting a process of due diligence described in the investment procedures
manual. These may include “primary” dealers or regional dealers that qualify under Securities
and Exchange Commission (SEC) Rule 15C3-1 (uniform net capital rule).

A. The City’s Director of Finance and/or Financial Services Officer will determine which
financial institutions are authorized to provide investment services to the City. Institutions
eligible to transact investment business with the City include:

1. Primary government dealers as designated by the Federal Reserve Bank;
2. Nationally or state-chartered banks;

3. The Federal Reserve Bank; and

4. Direct issuers of securities eligible for purchase.

B. Selection of financial institutions and broker/dealers authorized to engage in transactions
with the City will be at the sole discretion of the City.
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TITLE: Investments POLICY #203
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VII.

VIII.

C. All financial institutions which desire to become qualified bidders for investment

transactions (and which are not dealing only with the investment adviser) must supply the
Director of Finance and/or Financial Services Officer with a statement certifying that the
institution has reviewed California Government Code Section 53600 et seq. and the City’s
Investment Policy.

. Selection of broker/dealers used by an external investment adviser retained by the City will

be at the sole discretion of the investment adviser.

. Public deposits will be made only in qualified public depositories as established by State

law. Deposits will be insured by the Federal Deposit Insurance Corporation, or, to the
extent the amount exceeds the insured maximum, will be collateralized in accordance with
State law.

DELIVERY, SAFEKEEPING AND CUSTODY, AND COMPETITIVE TRANSACTIONS

. Delivery-versus-payment: Settlement of all investment transactions will be completed

using standard delivery-vs.-payment procedures.

. Third-party safekeeping: To protect against potential losses by collapse of individual

securities dealers, and to enhance access to securities, interest payments and maturity
proceeds, all securities owned by the City will be held in safekeeping by a third party bank
custodian, acting as agent for the City under the terms of a custody agreement executed by
the bank and the City.

. Competitive transactions: All investment transactions will be conducted on a competitive

basis which can be executed through a bidding process involving at least three separate
brokers/financial institutions or through the use of a nationally recognized trading platform.

AUTHORIZED AND SUITABLE INVESTMENTS

All investments will be made in accordance with California Government Code Section 53600
et seq. and as described within this Investment Policy. Permitted investments under this policy
will include:

1. Municipal Bonds. These include bonds of the City, the State of California, any other state,

and any local agency within the state of California. The bonds will be registered in the
name of the City or held under a custodial agreement at a bank.
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b.

C.

Are rated in the category of “A” or better by at least two nationally recognized
statistical rating organizations; and

No more than 5% per issuer.

No more than 30% of the total portfolio may be invested in municipal bonds.

2. US Treasury and other government obligations for which the full faith and credit of the
United States are pledged for the payment of principal and interest. There are no limits on
the dollar amount or percentage that the City may invest in US Treasuries.

3. Federal Agency or United States government-sponsored enterprise obligations,
participations, or other instruments, including those issued by or fully guaranteed as to
principal and interest by federal agencies or United States government-sponsored
enterprises. There are no limits on the dollar amount or percentage that the City may invest
in government-sponsored enterprises.

4. Banker’s acceptances, provided that:

a.

They are issued by institutions with short term debt obligations rated “A1” or higher,
or the equivalent, by at least two nationally recognized statistical-rating organization
(NRSRO); and have long-term debt obligations which are rated “A” or higher by at
least two nationally recognized statistical rating organization;

The maturity does not exceed 180 days; and

No more than 40% of the total portfolio may be invested in banker’s acceptances and
no more than 5% per issuer.

5. Federally insured time deposits (Non-negotiable certificates of deposit) in state or
federally chartered banks, savings and loans, or credit unions, provided that:

a.

b.

The amount per institution is limited to the maximum covered under federal insurance;
and

The maturity of such deposits does not exceed 5 years.
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6. Certificate of Deposit Placement Service (CDARYS)

a.

b.

No more than 30% of the total portfolio may be invested in a combination of certificates
of deposit including CDARS.

The maturity of CDARS deposits does not exceed 5 years.

7. Negotiable certificates of deposit (NCDs), provided that:

a.

b.

C.

They are issued by institutions which have long-term obligations which are rated “A”
or higher by at least two nationally recognized statistical rating organizations; and/or
have short term debt obligations rated “A1” or higher, or the equivalent, by at least two
nationally recognized statistical rating organizations;

The maturity does not exceed 5 years; and

No more than 30% of the total portfolio may be invested in NCDs and no more than
5% per issuer.

8. Commercial paper, provided that:

a.

b.

C.

The maturity does not exceed 270 days from the date of purchase;

The issuer is a corporation organized and operating in the United States with assets in
excess of $500 million;

They are issued by institutions whose short term obligations are rated “A-1" or higher,
or the equivalent, by at least two nationally recognized statistical rating organization;
and ~whose long-term obligations are rated “A” or higher by at least two nationally
recognized statistical rating organization; and

No more than 25% of the portfolio is invested in commercial paper and no more than
5% per issuer.

9. State of California Local Agency Investment Fund (LAIF), provided that:

a.

b.

The City may invest up to the maximum permitted amount in LAIF; and

LAIF’s investments in instruments prohibited by or not specified in the City’s policy
do not exclude it from the City’s list of allowable investments, provided that the fund’s
reports allow the Director of Finance or Financial Services Officer to adequately judge
the risk inherent in LAIF’s portfolio.
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10. Local government investment pools.

a.

San Diego County Investment Pool

11. Corporate medium term notes (MTNS), provided that:

a.

b.

Such notes have a maximum maturity of 5 years;

Are issued by corporations organized and operating within the United States or by
depository institutions licensed by the United States or any state and operating within
the United States;

Are rated “A” category or better by at least two nationally recognized statistical rating
organization; and

Holdings of medium-term notes may not exceed 30% of the portfolio and no more than
5% per issuer.

12. Mortgage pass-through securities and asset-backed securities, provided that such
securities:

a.

b.

Have a maximum stated final maturity of 5 years.

Be rated in a rating category of “AA” or its equivalent or better by a nationally
recognized statistical rating organization.

Purchase of securities authorized by this subdivision may not exceed 20% of the
portfolio.

13. Money market mutual funds that are registered with the Securities and Exchange
Commission under the Investment Company Act of 1940:

a.

Provided that such funds meet either of the following criteria:

1. Attained the highest ranking or the highest letter and numerical rating provided by
not less than two nationally recognized statistical rating organizations; or;

2. Have retained an investment adviser registered or exempt from registration with the
Securities and Exchange Commission with not less than five years’ experience
investing in the securities and obligations authorized by California Government
Code Section 53601 (a through j) and with assets under management in excess of
$500 million.
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b. Purchase of securities authorized by this subdivision may not exceed 20% of the

portfolio.

14. Supranationals, provided that:

a.

Issues are US dollar denominated senior unsecured unsubordinated obligations issued
or unconditionally guaranteed by the International Bank for Reconstruction and
Development, International Finance Corporation, or Inter-American Development
Bank.

The securities are rated in a category of “AA” or higher by a NRSRO.
No more than 30% of the total portfolio may be invested in these securities.
No more than 10% of the portfolio may be invested in any single issuer.

The maximum maturity does not exceed five (5) years.

IX. PORTFOLIO RISK MANAGEMENT

A. The following are prohibited investment vehicles and practices:

1.

State law notwithstanding, any investments not specifically described herein are
prohibited, including, but not limited to futures and options.

In accordance with California Government Code Section 53601.6, investment in
inverse floaters, range notes, or mortgage derived interest-only strips is prohibited.

Investment in any security that could result in a zero interest accrual if held to maturity
is prohibited.

Trading securities for the sole purpose of speculating on the future direction of interest
rates is prohibited.

Purchasing or selling securities on margin is prohibited.

The use of reverse repurchase agreements, securities lending or any other form of
borrowing or leverage is prohibited.

The purchase of foreign currency denominated securities is prohibited.
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B. Mitigating credit risk in the portfolio

Credit risk is the risk that a security or a portfolio will lose some or all of its value due to
a real or perceived change in the ability of the issuer to repay its debt. The City will
mitigate credit risk by adopting the following strategies:

1. The diversification requirements included in Section IX are designed to mitigate credit
risk in the portfolio;

2. No more than 5% of the total portfolio may be invested in securities of any single issuer,
except as noted in Section VIII of this Investment Policy;

3. The City may elect to sell a security prior to its maturity and record a capital gain or
loss in order to improve the quality, liquidity, or yield of the portfolio in response to
market conditions or the City’s risk preferences; and

4. If securities owned by the City are downgraded by either Moody’s or S&P to a level
below the quality required by this Investment Policy, it will be the City’s policy to
review the credit situation and make a determination as to whether to sell or retain such
securities in the portfolio.

a. If a security is downgraded, the Director of Finance and/or Financial Services
Officer will use discretion in determining whether to sell or hold the security based
on its current maturity, the economic outlook for the issuer, and other relevant
factors.

b. If a decision is made to retain a downgraded security in the portfolio, its presence
in the portfolio will be monitored and reported monthly to the City Council.

C. Mitigating market risk in the portfolio

Market risk is the risk that the portfolio value will fluctuate due to changes in the general
level of interest rates. The City recognizes that, over time, longer-term portfolios have the
potential to achieve higher returns. On the other hand, longer-term portfolios have higher
volatility of return. The City will mitigate market risk by providing adequate liquidity for
short-term cash needs, and by making longer-term investments only with funds that are not
needed for current cash flow purposes. The City further recognizes that certain types of
securities, including variable rate securities, securities with principal pay-downs prior to
maturity, and securities with embedded options, will affect the market risk profile of the
portfolio differently in different interest rate environments. The City, therefore, adopts the
following strategies to control and mitigate its exposure to market risk:
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1. The City will maintain a minimum of three months of budgeted operating expenditures
in short term investments to provide sufficient liquidity for expected disbursements;

2. The maximum percent of callable securities (does not include “make whole call”
securities as defined in the Glossary) in the portfolio will be 20%);

3. The maximum stated final maturity of individual securities in the portfolio will be five
years, except as otherwise stated in this policy; and

4. The duration of the portfolio will at all times be approximately equal to the duration
(typically plus or minus 20%) of a Market Benchmark Index selected by the City based
on the City’s investment objectives, constraints and risk tolerances. The City’s current
Benchmark will be documented in the investment procedures manual.

X. INVESTMENT OBJECTIVES (PERFORMANCE STANDARDS AND EVALUATION)

XI.

Overall objective: The investment portfolio will be designed with the overall objective of
obtaining a total rate of return throughout economic cycles, commensurate with investment
risk constraints and cash flow needs.

Specific objective: The investment performance objective for the portfolio will be to earn a
total rate of return over a market cycle which is approximately equal to the return on the Market
Benchmark Index as described in the City’s investment procedures manual.

PROCEDURES AND INTERNAL CONTROLS

Procedures: The Director of Finance and/or Financial Services Officer will establish written
investment policy procedures in a separate investment procedures manual to assist investment
staff with day-to-day operations of the investment program consistent with this policy. Such
procedures will include explicit delegation of authority to persons responsible for investment
transactions. No person may engage in an investment transaction except as provided under the
terms of this policy and the procedures established by the Director of Finance and/or Financial
Services Officer.

Internal Controls: The Director of Finance and/or Financial Services Officer is responsible
for establishing and maintaining an internal control structure designed to ensure that the assets
of the City are protected from loss, theft, or misuse. The internal control structure will be
designed to provide reasonable assurance that these objectives are met. Internal controls will
be described in the City’s investment procedures manual.
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XIl.  REPORTING

A. Monthly reports: In accordance with California Government Code Section 53646, a local
agency treasurer who has been delegated authority to invest or reinvest funds of the local
agency by the legislative body must submit a monthly report to the legislative body
accounting for transactions made during the reporting period.

B. Quarterly reports: Quarterly investment reports will be submitted by the Director of
Finance and/or Financial Services Officer to the City Council, at an agendized meeting,
consistent with the requirements contained in California Government Code Section
53646, including but not limited to the following information:

Type of investment

Name of issuer and/or financial institution
Date of purchase

Date of maturity

Current market value for all securities
Rate of interest

Purchase price of investment

Other data as required by the City

ONoa~wWNE

C. Annual reports: The Investment Policy will be reviewed and adopted at least annually to
ensure its consistency with the overall objectives of preservation of principal, liquidity, and
return, and its relevance to current law and financial and economic trends.

Related Policy References

California Government Code Sections: 16429.1 — 16429.4, and 53600 — 53686
Investment Company Act of 1940

Investment Advisers Act of 1940

Securities and Exchange Commission Rule #15C3-1

Appendix | attached: “Authorized Personnel”

Appendix Il attached: “Glossary of Investment Terms”
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Prior Policy Amendments
October 17, 2017
December 6, 2016
December 15, 2015
December 16, 2014
December 10, 2013
January 10, 2012
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Authorized Personnel

The following positions are authorized to transact investment business and wire funds for
investment purposes on behalf of the City of National City:

City Manager

Deputy City Manager
Director of Finance
Financial Services Officer
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Appendix 11
GLOSSARY OF INVESTMENT TERMS

Agencies. Shorthand market terminology for any obligation issued by a government-
sponsored entity (GSE), or a federally related institution. Most obligations of GSEs are not
guaranteed by the full faith and credit of the US government. Examples are:

FDIC. The Federal Deposit Insurance Corporation provides insurance backed by
the full faith and credit of the US government to certain bank deposits and debt obligations.

FFCB. The Federal Farm Credit Bank System provides credit and liquidity in the
agricultural industry. FFCB issues discount notes and bonds.

FHLB. The Federal Home Loan Bank provides credit and liquidity in the housing
market. FHLB issues discount notes and bonds.

FHLMC. Like FHLB, the Federal Home Loan Mortgage Corporation provides
credit and liquidity in the housing market. FHLMC, also called “Freddie Mac” issues
discount notes, bonds and mortgage pass-through securities.

FNMA. Like FHLB and Freddie Mac, the Federal National Mortgage Association
was established to provide credit and liquidity in the housing market. FNMA, also known
as “Fannie Mae,” issues discount notes, bonds and mortgage pass-through securities.

GNMA. The Government National Mortgage Association, known as “Ginnie
Mae,” issues mortgage pass-through securities, which are guaranteed by the full faith and
credit of the US Government.

PEFCO. The Private Export Funding Corporation assists exporters. Obligations
of PEFCO are not guaranteed by the full faith and credit of the US government.

TVA. The Tennessee Valley Authority provides flood control and power and
promotes development in portions of the Tennessee, Ohio and Mississippi River valleys.
TVA currently issues discount notes and bonds.

Asked. The price at which a seller offers to sell a security.

Asset-Backed Securities. Securities supported by pools of installment loans or leases or
by pools of revolving lines of credit.

Average life. In mortgage-related investments, including CMOs, the average time to
expected receipt of principal payments, weighted by the amount of principal expected.

Banker’s acceptance. A money market instrument created to facilitate international trade
transactions. It is highly liquid and safe because the risk of the trade transaction is transferred to
the bank which “accepts” the obligation to pay the investor.

Benchmark. A comparison security or portfolio. A performance benchmark is a partial
market index, which reflects the mix of securities allowed under a specific investment policy.

Bid. The price at which a buyer offers to buy a security.

Broker. A broker brings buyers and sellers together for a transaction for which the broker
receives a commission. A broker does not sell securities from his own position.

Callable. A callable security gives the issuer the option to call it from the investor prior
to its maturity. The main cause of a call is a decline in interest rates. If interest rates decline since
an issuer issues securities, it will likely call its current securities and reissue them at a lower rate
of interest. Callable securities have reinvestment risk as the investor may receive its principal back
when interest rates are lower than when the investment was initially made.
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Certificate of Deposit (CD). A time deposit with a specific maturity evidenced by a
certificate. Large denomination CDs may be marketable.

Collateral. Securities or cash pledged by a borrower to secure repayment of a loan or
repurchase agreement. Also, securities pledged by a financial institution to secure deposits of
public monies.

Collateralized Mortgage Obligations (CMO). Classes of bonds that redistribute the cash
flows of mortgage securities (and whole loans) to create securities that have different levels of
prepayment risk, as compared to the underlying mortgage securities.

Commercial paper. The short-term unsecured debt of corporations.

Cost yield. The annual income from an investment divided by the purchase cost. Because
it does not give effect to premiums and discounts which may have been included in the purchase
cost, it is an incomplete measure of return.

Coupon. The rate of return at which interest is paid on a bond.

Credit risk. The risk that principal and/or interest on an investment will not be paid in a
timely manner due to changes in the condition of the issuer.

Current yield. The annual income from an investment divided by the current market
value. Since the mathematical calculation relies on the current market value rather than the
investor’s cost, current yield is unrelated to the actual return the investor will earn if the security
is held to maturity.

Dealer. A dealer acts as a principal in security transactions, selling securities from and
buying securities for his own position.

Debenture. A bond secured only by the general credit of the issuer.

Delivery vs. payment (DVP). A securities industry procedure whereby payment for a
security must be made at the time the security is delivered to the purchaser’s agent.

Derivative. Any security that has principal and/or interest payments which are subject to
uncertainty (but not for reasons of default or credit risk) as to timing and/or amount, or any security
which represents a component of another security which has been separated from other
components (“Stripped” coupons and principal). A derivative is also defined as a financial
instrument the value of which is totally or partially derived from the value of another instrument,
interest rate or index.

Discount. The difference between the par value of a bond and the cost of the bond, when
the cost is below par. Some short-term securities, such as T-bills and banker’s acceptances, are
known as discount securities. They sell at a discount from par, and return the par value to the
investor at maturity without additional interest. Other securities, which have fixed coupons trade
at a discount when the coupon rate is lower than the current market rate for securities of that
maturity and/or quality.

Diversification. Dividing investment funds among a variety of investments to avoid
excessive exposure to any one source of risk.

Duration. The weighted average time to maturity of a bond where the weights are the
present values of the future cash flows. Duration measures the price sensitivity of a bond to
changes in interest rates. (See modified duration).

Federal funds rate. The rate of interest charged by banks for short-term loans to other
banks. The Federal Reserve Bank through open-market operations establishes it.

Federal Open Market Committee: A committee of the Federal Reserve Board that
establishes monetary policy and executes it through temporary and permanent changes to the
supply of bank reserves.
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Haircut: The margin or difference between the actual market value of a security and the
value assessed by the lending side of a transaction (i.e. a repo).

Leverage. Borrowing funds in order to invest in securities that have the potential to pay
earnings at a rate higher than the cost of borrowing.

Liquidity: The speed and ease with which an asset can be converted to cash.

Local Agency Investment Fund (LAIF). A voluntary investment fund managed by the
California State Treasurer’s Office open to government entities and certain non-profit
organizations in California.

Local Government Investment Pool. Investment pools including the Local Agency
Investment Fund (LAIF), county pools, joint powers authorities (JPAS). These funds are not
subject to the same SEC rules applicable to money market mutual funds.

Make Whole Call. A type of call provision on a bond that allows the issuer to pay off the
remaining debt early. Unlike a call option, with a make whole call provision, the issuer makes a
lump sum payment that equals the net present value (NPV) of future coupon payments that will
not be paid because of the call. With this type of call, an investor is compensated, or “made
whole.”

Margin: The difference between the market value of a security and the loan a broker
makes using that security as collateral.

Market risk. The risk that the value of securities will fluctuate with changes in overall
market conditions or interest rates.

Market value. The price at which a security can be traded.

Marking to market. The process of posting current market values for securities in a
portfolio.

Maturity. The final date upon which the principal of a security becomes due and payable.

Medium term notes. Unsecured, investment-grade senior debt securities of major
corporations which are sold in relatively small amounts either on a continuous or an intermittent
basis. MTNs are highly flexible debt instruments that can be structured to respond to market
opportunities or to investor preferences.

Modified duration. The percent change in price for a 100 basis point change in yields.
Modified duration is the best single measure of a portfolio’s or security’s exposure to market risk.

Money market. The market in which short term debt instruments (T-bills, discount notes,
commercial paper and banker’s acceptances) are issued and traded.

Mortgage pass-through securities. A securitized participation in the interest and
principal cash flows from a specified pool of mortgages. Principal and interest payments made on
the mortgages are passed through to the holder of the security.

Municipal Securities. Securities issued by state and local agencies to finance capital and
operating expenses.

Mutual fund. An entity which pools the funds of investors and invests those funds in a
set of securities which is specifically defined in the fund’s prospectus. Mutual funds can be
invested in various types of domestic and/or international stocks, bonds, and money market
instruments, as set forth in the individual fund’s prospectus. For most large, institutional investors,
the costs associated with investing in mutual funds are higher than the investor can obtain through
an individually managed portfolio.

Nationally Recognized Statistical Rating Organization (NRSRO). A credit rating
agency the United States Securities and Exchange Commission uses for regulatory purposes.
Credit rating agencies provide assessments of an investment’s risk. The issuers of investments,
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especially debt securities, pay credit rating agencies to provide them with ratings. The three most
prominent NRSROs are Fitch, S&P, and Moody’s.

Premium. The difference between the par value of a bond and the cost of the bond, when
the cost is above par.

Prepayment speed. A measure of how quickly principal is repaid to investors in mortgage
securities.

Prepayment window. The time period over which principal repayments will be received
on mortgage securities at a specified prepayment speed.

Primary dealer. A financial institution (1) that is a trading counterparty with the Federal
Reserve in its execution of market operations to carry out US monetary policy, and (2) that
participates for statistical reporting purposes in compiling data on activity in the US Government
securities market.

Prudent person (man) rule. A standard of responsibility which applies to fiduciaries. In
California, the rule is stated as “Investments shall be managed with the care, skill, prudence and
diligence, under the circumstances then prevailing, that a prudent person, acting in a like capacity
and familiar with such matters, would use in the conduct of an enterprise of like character and with
like aims to accomplish similar purposes.”

Realized yield. The change in value of the portfolio due to interest received and interest
earned and realized gains and losses. It does not give effect to changes in market value on
securities, which have not been sold from the portfolio.

Regional dealer. A financial intermediary that buys and sells securities for the benefit of
its customers without maintaining substantial inventories of securities, and that is not a primary
dealer.

Repurchase agreement (RP, Repo). Short term purchases of securities with a
simultaneous agreement to sell the securities back at a higher price. From the seller’s point of
view, the same transaction is a reverse repurchase agreement.

Safekeeping. A service to bank customers whereby securities are held by the bank in the
customer’s name.

Short Term. Less than one (1) year’s time.

Structured note. A complex, fixed income instrument, which pays interest, based on a
formula tied to other interest rates, commodities or indices. Examples include inverse floating rate
notes which have coupons that increase when other interest rates are falling, and which fall when
other interest rates are rising, and “dual index floaters,” which pay interest based on the
relationship between two other interest rates - for example, the yield on the ten-year Treasury note
minus the Libor rate. Issuers of such notes lock in a reduced cost of borrowing by purchasing
interest rate swap agreements.

Supranational. A Supranational is a multi-national organization whereby member states
transcend national boundaries or interests to share in the decision making to promote economic
development in the member countries.

Total rate of return. A measure of a portfolio’s performance over time. It is the internal
rate of return, which equates the beginning value of the portfolio with the ending value; it includes
interest earnings, realized and unrealized gains, and losses in the portfolio.

US Treasury obligations. Securities issued by the US Treasury and backed by the full
faith and credit of the United States. Treasuries are considered to have no credit risk, and are the
benchmark for interest rates on all other securities in the US and overseas. The Treasury issues
both discounted securities and fixed coupon notes and bonds.
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Treasury bills. All securities issued with initial maturities of one year or less are issued
as discounted instruments, and are called Treasury bills. The Treasury currently issues three- and
six-month T-bills at regular weekly auctions. It also issues “cash management” bills as needed to
smooth out cash flows.

Treasury notes. All securities issued with initial maturities of two to ten years are called
Treasury notes, and pay interest semi-annually.

Treasury bonds. All securities issued with initial maturities greater than ten years are
called Treasury bonds. Like Treasury notes, they pay interest semi-annually.

Value. Principal plus accrued interest.

Volatility. The rate at which security prices change with changes in general economic
conditions or the general level of interest rates.

Yield to Maturity. The annualized internal rate of return on an investment which equates
the expected cash flows from the investment to its cost.
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CITY COUNCIL POLICY
CITY OF NATIONAL CITY

TITLE: Investments POLICY #203

ADOPTED: October 23, 1990 AMENDED: November—20-

2018Auqust 18, 2020

INTRODUCTION

The City of National City’s investment program will conform to federal, state, and other legal
requirements, including California Government Code Sections 16429.1-16429.4, 53600-53609,
and 53630-53686. The following investment policy addresses the methods, procedures, and
practices which must be exercised to ensure effective and judicious fiscal and investment
management of the City’s funds. It is the policy of the City to invest public funds in a manner
that will provide a market rate of return, given its requirements for preserving principal and
meeting the daily cash flow demands of the City. All investments will comply with this
Investment Policy and governing laws.

This Investment Policy replaces any previous Investment Policy or Investment Procedures of
the City.

. SCoPE

This Investment Policy applies to all the City’s financial assets and investment activities with
the following exception(s):

Proceeds of debt issuance shall be invested in accordance with the City’s general
investment philosophy as set forth in this policy; however, such proceeds are invested
in accordance with permitted investment provisions of their specific bond indentures.

Pooling of Funds: Except for cash in certain restricted and special funds, the City will
consolidate cash and reserve balances from all funds to maximize investment earnings and to
increase efficiencies with regard to investment pricing, safekeeping and administration.
Investment income will be allocated to the various funds based on their respective participation
and in accordance with generally accepted accounting principles.

I11. GENERAL OBJECTIVES

The overriding objectives of the investment program are to preserve principal, provide
sufficient liquidity, and manage investment risks.
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1.

Safety: Safety of principal is the foremost objective of the investment program.
Investments will be undertaken in a manner that seeks to ensure the preservation of capital
in the overall portfolio. The objective will be to mitigate credit risk and interest rate risk.

Liquidity: The investment portfolio will remain sufficiently liquid to meet all operating
requirements that may be reasonably anticipated.

Return: The investment portfolio will be designed with the objective of attaining a market
rate of return throughout budgetary and economic cycles, taking into account the
investment risk constraints for safety and liquidity needs.

IV. PRUDENCE, INDEMNIFICATION, AND ETHICS

A. Prudent Investor Standard: Management of the City’s investments is governed by the

B.

Prudent Investor Standard as set forth in California Government Code Section 53600.3:

«...all governing bodies of local agencies or persons authorized to make investment
decisions on behalf of those local agencies investing public funds pursuant to this
chapter are trustees and therefore fiduciaries subject to the prudent investor
standard. When investing, reinvesting, purchasing, acquiring, exchanging, selling,
or managing public funds, a trustee shall act with care, skill, prudence, and
diligence under the circumstances then prevailing, including, but not limited to, the
general economic conditions and the anticipated needs of the City, that a prudent
person acting in a like capacity and familiarity with those matters would use in the
conduct of funds of a like character and with like aims, to safeguard the principal
and maintain the liquidity needs of the City. Within the limitations of this section
and considering individual investments as part of an overall strategy, investments
may be acquired as authorized by law.”

Indemnification: The Director of Finance or City Manager designee hereinafter designated
as Financial Services Officer and other authorized persons responsible for managing City
funds, acting in accordance with written procedures and the Investment Policy and
exercising due diligence, will be relieved of personal responsibility for an individual
security’s credit risk or market price changes, provided deviations from expectations are
reported within 30 days and appropriate action is taken to control adverse developments.

Ethics: Officers and employees involved in the investment process will refrain from
personal business activity that could conflict with proper execution of the investment
program, or which could impair their ability to make impartial investment decisions.
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V. DELEGATION OF AUTHORITY

A. Authority to manage the City’s investment program is derived from California Government
Code Section 53600 et seq. The City Council is responsible for the City’s cash
management, including the administration of this Investment Policy. Management
responsibility for the cash management of City funds is hereby delegated to the Director of
Finance and/or Financial Service Officer.

The Director of Finance and/or Financial Services Officer will be responsible for all
transactions undertaken and will establish a system of procedures and controls to regulate
the activities of subordinate employee.

B. The City may engage the services of one or more external investment managers to assist in
the management of the City’s investment portfolio in @ manner consistent with the City’s
objectives. Such external managers may be granted discretion to purchase and sell
investment securities in accordance with this Investment Policy. Such managers must be
registered under the Investment Advisers Act of 1940.

V1. AUTHORIZED FINANCIAL INSTITUTIONS, DEPOSITORIES, AND BROKER/DEALERS

A list will be maintained of financial institutions and depositories authorized to provide
investment services. In addition, a list will be maintained of approved security broker/dealers
selected by conducting a process of due diligence described in the investment procedures
manual. These may include “primary” dealers or regional dealers that qualify under Securities
and Exchange Commission (SEC) Rule 15C3-1 (uniform net capital rule).

A. The City’s Director of Finance and/or Financial Services Officer will determine which
financial institutions are authorized to provide investment services to the City. Institutions
eligible to transact investment business with the City include:

1. Primary government dealers as designated by the Federal Reserve Bank;
2. Nationally or state-chartered banks;
3. The Federal Reserve Bank; and

4. Direct issuers of securities eligible for purchase.
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VII.

VIII.

. Selection of financial institutions and broker/dealers authorized to engage in transactions

with the City will be at the sole discretion of the City.

. All financial institutions which desire to become qualified bidders for investment

transactions (and which are not dealing only with the investment adviser) must supply the
Director of Finance and/or Financial Services Officer with a statement certifying that the
institution has reviewed California Government Code Section 53600 et seq. and the City’s
Investment Policy.

. Selection of broker/dealers used by an external investment adviser retained by the City will

be at the sole discretion of the investment adviser.

. Public deposits will be made only in qualified public depositories as established by State

law. Deposits will be insured by the Federal Deposit Insurance Corporation, or, to the
extent the amount exceeds the insured maximum, will be collateralized in accordance with
State law.

DELIVERY, SAFEKEEPING AND CUSTODY, AND COMPETITIVE TRANSACTIONS

. Delivery-versus-payment: Settlement of all investment transactions will be completed

using standard delivery-vs.-payment procedures.

. Third-party safekeeping: To protect against potential losses by collapse of individual

securities dealers, and to enhance access to securities, interest payments and maturity
proceeds, all securities owned by the City will be held in safekeeping by a third party bank
custodian, acting as agent for the City under the terms of a custody agreement executed by
the bank and the City.

. Competitive transactions: All investment transactions will be conducted on a competitive

basis which can be executed through a bidding process involving at least three separate
brokers/financial institutions or through the use of a nationally recognized trading platform.

AUTHORIZED AND SUITABLE INVESTMENTS

All investments will be made in accordance with California Government Code Section 53600
et seq. and as described within this Investment Policy. Permitted investments under this policy
will include:
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1. Municipal Bonds. These include bonds of the City, the State of California, any other state,
and any local agency within the state of California. The bonds will be registered in the
name of the City or held under a custodial agreement at a bank.

a. Are rated in the category of “A” or better by at least two nationally recognized
statistical rating organizations; and

b. No more than 5% per issuer.
c. No more than 30% of the total portfolio may be invested in municipal bonds.

2. US Treasury and other government obligations for which the full faith and credit of the
United States are pledged for the payment of principal and interest. There are no limits on
the dollar amount or percentage that the City may invest in US Treasuries.

3. Federal Agency or United States government-sponsored enterprise obligations,
participations, or other instruments, including those issued by or fully guaranteed as to
principal and interest by federal agencies or United States government-sponsored
enterprises. There are no limits on the dollar amount or percentage that the City may invest
in government-sponsored enterprises.

4. Banker’s acceptances, provided that:

a. They are issued by institutions with short term debt obligations rated “A1” or higher,
or the equivalent, by at least two nationally recognized statistical-rating organization
(NRSRO); and have long-term debt obligations which are rated “A” or higher by at
least two nationally recognized statistical rating organization;

b. The maturity does not exceed 180 days; and

c. No more than 40% of the total portfolio may be invested in banker’s acceptances and
no more than 5% per issuer.

5. Federally insured time deposits (Non-negotiable certificates of deposit) in state or
federally chartered banks, savings and loans, or credit unions, provided that:

a. The amount per institution is limited to the maximum covered under federal insurance;
and

b. The maturity of such deposits does not exceed 5 years.
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6. Certificate of Deposit Placement Service (CDARYS)

a.

b.

No more than 30% of the total portfolio may be invested in a combination of certificates
of deposit including CDARS.

The maturity of CDARS deposits does not exceed 5 years.

7. Negotiable certificates of deposit (NCDs), provided that:

a.

b.

C.

They are issued by institutions which have long-term obligations which are rated “A”
or higher by at least two nationally recognized statistical rating organizations; and/or
have short term debt obligations rated “A1” or higher, or the equivalent, by at least two
nationally recognized statistical rating organizations;

The maturity does not exceed 5 years; and

No more than 30% of the total portfolio may be invested in NCDs and no more than
5% per issuer.

8. Commercial paper, provided that:

a.

b.

C.

The maturity does not exceed 270 days from the date of purchase;

The issuer is a corporation organized and operating in the United States with assets in
excess of $500 million;

They are issued by institutions whose short term obligations are rated “A-1" or higher,
or the equivalent, by at least two nationally recognized statistical rating organization;
and whose long-term obligations are rated “A” or higher by at least two nationally
recognized statistical rating o